November 2020

CQS New City Equity
CQS New City Global Equity Strategy
CQS New City North American Equity Strategy

LONDON
NEW YORK
HONG KONG
www.cqs.com

All Investors should ensure that they have received and read the latest Offering Documentation and Pre-Investment Disclosure document which is available from CQS at
clientservice@cqsm.com

Message From the PM

Portfolio Manager,
CQS New City Equity

”

Raphael Pitoun

We look to invest in a small number of corporate stars which
deliver a constant flow of innovation, empowering their
customers and generating significant pricing power.
We are not interested in brands or trends, but in long term
leaders in specific industries. The companies that we
select are the innovation compounders.”
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Defining the Innovation Compounders

Track record
of Innovation

Healthy
Profits

Thematic
Growth Drivers

Culture
of Innovation

We invest in companies that
have delivered exceptional
products and services that
empower their customers and
generates significant pricing
power and economic moat.

Typically such companies
produce a flow of recurring
innovation ensuring their profits
are derived from the intrinsic
value the company brings to the
customer – not from an opaque
value chain or a regulatory
window. One dollar of profit is
not equal to another.

Innovation compounders with
sufficient growth potential can
only be found in specific
industries supported by highly
diversified secular tailwinds.
They normally hold a market
leading position.

To make innovation predictable,
companies must have a clear
business mission, appropriate
corporate governance and
incentives that specifically
encourage innovation from the
bottom up.

Source: CQS.
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Types of Innovation Compounders

Innovation Hub

Innovation Leader

Innovation Enabler

Value Chain Disruptor

Companies which manage to
incubate innovation at scale
by leveraging their client
knowledge, distribution skills and
logistics to develop and sell
innovative products and
services.

‘Small giants’ – these
companies account for the vast
majority of research and
development spending and
innovation flow in their
respective niche markets.

Companies which help their
clients to innovate – for
example, simulation software or
IT specialised consulting.

Companies which approach
their market differently – the
innovation is in the business
model.

Source: CQS as at November 2020.
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Research Process and Portfolio

Research Driven

6-12 months
research process before
initiation.
Writing of a detailed Strategic
Report for each new company.
Approach similar to private
equity.

Valuation Conscious
Evaluating the long term growth
and margin potential.
Accounting profits can be
misleading when the company is
in investment mode.
Long term cashflow based
valuation.

Concentrated

Over the past century, 50 listed
stocks represented 40% of the
wealth creation in the US market.1

50
exceptional companies covered
in Top50 List.

ESG Friendly
Integration of ESG along the
investment process – expertise
sitting within the team.
In-depth ESG analysis for each
company – no reliance on
external ratings.
2

20 to max 25
holdings in the portfolio.

Source: CQS analysis as at October 2020. 1Do stocks outperform Treasury bills? Study by the University of Arizona, 2018. 2 Investors must not rely on the LuxFLAG Label with regard to investor protection issues and
LuxFLAG cannot incur any liability related to financial performance or default of the labelled funds
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Returns and Fund Behaviour

Continued Resilience

Differentiated Portfolio

Target Returns1

We insist upon companies with a long track
record so that we can analyse their ability to
manage downturns or industry disruptions.

We tend to ignore companies whose
economic moat is derived from brands and
marketing spend.

We anticipate target returns of

With low levels of debt, our target companies
can invest against the cycle and emerge
stronger than before.

We exclude most of the typical quality growth
companies, such as the FANGs or consumer
staples.

These returns are aligned with the expected
cash flow growth of the portfolio companies.

12-15% over a full cycle.

Source: CQS as at 30 October 2020. 1Target returns are estimated and gross of anticipated fees, expenses and income reinvested. A client's return will be reduced by these fees and other expenses incurred by the
management of the fund. They are based on long-term performance projections of the investment strategy and market conditions at the time of modelling and are therefore subject to change. There is no guarantee that
any target return can be achieved. Investors should not place any reliance on such target return in deciding whether to invest in the Fund. Target returns are for illustrative purposes only.
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New City Equity

PM Profile – Raphael Pitoun

20

years experience
as an equities
specialist

Annualised Fund performance2

Previously, Chief Investment Officer and Portfolio
Manager at Seilern Investment Management
(from July 14 to May 18)
 Stryx World Growth; AUM USD722m2; investing in
global equities
 Stryx America; AUM USD165m2; investing in US
equities

1 year1,3

3 years1,3

Full Management Period1,4

Stryx World Growth Fund

19.8%

14.0%

13.8%

MSCI World TR

11.6%

7.6%

6.8%

Difference

8.3%

6.4%

7.0%

Stryx America Fund

22.2%

17.3%

17.3%

S&P 500 TR

14.4%

11.0%

10.8%

Difference

7.8%

6.3%

6.5%

AAA
Former Citywire
manager rating5

Former rating with
Lipper fund rating5

Former Morningstar
fund rating5

#3

#2

Out of 1,304 funds in
terms of returns for Stryx
World Growth6

Out of 3,361 funds in
terms of returns for
Stryx America6

performance of the Stryx World Growth share class I USD (ISIN IE00B5ST2S55) Fund and the Stryx America Fund share class I USD (ISIN IE00B1ZBRP88) (the “Funds”) over the period does not give any
indication of the potential performance of the CQS New City Global Equity Strategy or the CQS New City North America Equity Strategy, but is included here as a matter of public record. This presentation includes historic
returns and past performance is not a reliable indicator of future results. The value of investments can go down as well as up. 2Morningstar, May 2018. 31 year covers June 2017 to May 2018 and 3 year covers June 2015
to May 2018. 4The period during which Raphael Pitoun was the Portfolio Manager for the Funds (the “Full Management Period”). 5Ratings for Raphael Pitoun, Stryx World Growth and Stryx America obtained or
maintained during Full Management Period, Source: Citywire, Morningstar, Lipper, May 2018. 6eVestment for the Full Management Period, peer group ‘All Global Equity’ for Stryx World Growth and ‘All US Equity’ for
Stryx America.
1The

9

CQS New City Equity Organisation

 Independence on
investments
 Shared research
intelligence
 Operational integration

Board Executive Committee
Sir Michael Hintze (Group Executive Chairman and Senior Investment Officer)
Sir Michael Peat (Chairman)
Soraya Chabarek (Global Head of Distribution)

CQS New City Equity

Research/Macro/Geopolitics

x 25
Raphael Pitoun
(Portfolio Manager)

Analysts

x2

Operations

x 25
Risk/Compliance

x 17
Distribution

x 33

Source: CQS as at October 2020.
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CQS in Numbers

20+

$18.8bn

~220

70+

Years

AUM

Employees

Investment Professionals

Delivering fundamental,

Multi-strategy asset management

Headquartered in London

Including specialist research,

research-driven investment

in both traditional (long-only)

with investment offices in

with sectoral, macro-economic

across the entire capital structure

& hedge fund structures

New York & Hong Kong

& geopolitical expertise

Source: CQS estimated as at 1 November 2020.
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Investment Process

Investment Process – Overview

1

2

Quantitative Screening

3

Deep Dive & Initiation

Based on sector, balance sheet,
track record, gross margin.

Further exclusion based on
qualitative aspects.

Every 6 months alternatively in
the US and non US markets.

Strategic report produced for
each new company selected for
the Top50 List.

Coverage & Portfolio
Construction

Continued scrutiny and
engagement with
companies.
Portfolio management
based on valuation,
investment cycle and
liquidity.

Universe

c. 3,000
Companies
(OECD, market
cap >$3bn)

Long List

c. 500
Companies
(Turnover <2%)

Top50 List

c. 50
Companies
(Turnover <5%)

Portfolio

c. 20-25
Positions
(<25% turnover)

Source: CQS as at October 2020. For illustrative purposes. The approximate numbers quoted for the Investment Universe, Long List and Top50 List apply to the Global Equity Strategy, for the North America Strategy the
corresponding numbers will be lower.
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Investment Process – Step 1

1

Quantitative Screening

2

Deep Dive & Initiation

Size

Geography

Sector

Minimum market cap

Global Equity
Strategy
The OECD1,
primarily the US
and Europe.

We exclude energy,
banks, insurance,
real estate, mining,
telco’s, utilities and
companies with
significant exposure
to weapons,
tobacco, alcohol
and gambling.

USD3bn
(or USD2bn for early
identification).

North American
Equity Strategy
US and Canada.

3

Coverage & Portfolio
Construction

Fundamentals
Balance sheet
Maximum 2x net debt / EBITDA
Track record
Minimum 5 years of listing, continued sales growth
and high compounded EPS growth
Gross margin
Minimum 30%

Source: CQS as at October 2020. For illustrative purposes. 1Organisation for Economic Cooperation and Development.
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Investment Process – Step 2

1

Quantitative Screening

2

Deep Dive & Initiation

Summary

3

Coverage & Portfolio
Construction

Initiation with a Detailed Strategic Report

 Likelihood of this company remaining in
our Top50 List for 10 years+?
 What makes this company innovative?
 How predictable is the business model?
 Is the financial reporting of high quality
and transparency?
 Is the company technologically prepared
for the future?
 What are the major ESG risks?

Source: CQS as at October 2020. For illustrative purposes.
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Investment Process – Step 3

1

Quantitative Screening

2

Deep Dive & Initiation

3

Coverage & Portfolio
Construction

Coverage

Portfolio Construction

 Monitoring – Position inside the Top50
List challenged by constant scrutiny.

 Valuation, economic cycle, liquidity main
criteria.

 Research – Industry conferences, field
trips and investor days.

 Position sizing initially at 3% to 4%,
standard 4% to 6% and maximum 10%.

 Engagement – 200+ company contacts a
year, regular interaction and informed
voting on all proposals.

 Portfolio bias towards quality stocks in
falling markets and growth stocks in
constructive markets.

 No sector cap, but diversification of the
growth drivers underlying each
investment case.

Source: CQS as at October 2020. For illustrative purposes.
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Innovation Compounders Recently Added to Top50

Technology Giants

Digitalising Industrials

Innovation Hub

Value Chain Disruptor

Innovation Leader

Innovation Hub

 Global Leader in the creative
digital space and strong
growth potential in digital
marketing

 A credible alternative to
Amazon in Europe for fashion

 Global market leader in
elevators with maintenance
portfolio of 2m units

 Global leader of specialty
chemicals with focus on
water and hygiene

 Connected elevators with
new services: Otis One,
Compass 360

 Cost savings for clients
often exceed the cost of
investing in Ecolab

 Predictive maintenance with
better service quality and
efficiency gains

 Emerging big data moat
thanks to digital connected
sites

 $2bn/y spent on R&D in 2019,
keeping product quality
ahead of competition

 SaaS business model with
predictable and recurring
revenues

 Transition from wholesaler to
service provider: online sales,
logistics, digital marketing
 First mover advantage with
large audience and
established relationships with
brands

 Saving 100x more water
than own consumption

Source; CQS as at October 2020. This is presented for illustrative purposes only to show you an example of a trade within a strategy. This trade example cannot be relied upon as an indication of future returns and past
performance is no guarantee of future returns. It should not be assumed that recommendations around these types of trades made in the future will be profitable or will equal the performance of the trade example used
herein. Past performance is no guarantee of future returns.

17

Valuation

Traditional Accounting Fails to Reflect Intangibles

Facebook’s main asset is not accounted for

Volatility in ROCE1 due to low capital employed

Main asset

Book Value

ROCE 2016

ROCE 2017

User Base

Zero

14,256%

2,565%

My investors don’t understand the
accounting, nor do they care.”
Quoted by Baruch Lev, CFO of a large public US company
The Deteriorating Usefulness of Financial Report Information
and How to Reverse It – July 2018

Source: CQS, October 2020. For illustrative purposes. 1ROCE stands for ‘return on capital employed’.

19

Taking Stock of a Transformed Corporate World

Today, intangibles explain the bulk of market
capitalisations…
Intangibles

Earnings and book value are increasingly
uncorrelated from share prices…
Tangibles

100%

90%

90%

20%

16%

32%

80%

80%
70%

70%
60%

Accounting relevancy1

60%

68%
83%

50%

50%

40%

80%

40%
30%

68%

30%

20%

20%
10%

84%

32%

10%

17%

0%

0%
1975

1985

1995

2005

2015

…but intangibles are either reflected poorly or not at all
in the P&L and balance sheet

1950-1959 1960-1969 1970-1979 1980-1989 1990-1999 2000–2013

…meaning that classic valuation metrics are outdated

Source: CQS as at October 2020, For illustrative purposes. Charts and accompanying text sourced from Lev and Gu, The End of Accounting and the Path Forward for Investors and Managers, 2016 and Lev, The
Deteriorating Usefulness of Financial Report Information and How to Reverse It, 2017 1As measured by the concept of accounting relevancy which is defined as the R2 of regressions of market values on earnings and
book values of companies entering the public market in successive decades (for the full methodology, please refer to Lev, 2017).
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Top50 Companies Typical Characteristics

Expected Revenue Growth

6–8%

High Quality Accounts &
Transparent Reporting

Average Decade of Creation

1950’s

Top50
List of exceptional companies

Expected Earnings Growth

Expected Cash Conversion1

12–15%

90–120%

ESG Integrated

Source: CQS as at October 2020. For illustrative purposes. The above measurements typically reflect the companies currently in the Top50 – and are likely targets regarding future investments and circumstances that are
forward looking in nature and constitute subjective targets based on CQS’ intentions. They should not be relied upon as they involve inherent risk and uncertainties beyond CQS’ control. 1Measured as Free cash flow / net
profit.

21

Adapting Valuation to the New Paradigm

R estate the company accounts to clarify the top down cashflow generation.
E

valuate the intangible assets of the company, even if unaccounted for in the books.

T

ake a long term view that reflects the sustainability of the business model.

U nderstand the cyclical, structural and ESG risks to derive a meaningful cost of capital.
R ecalibrate the portfolio with valuation as the primary factor.
N ever rely solely on P/E multiples or relative peer multiples.

S

ensitivity-check the valuation output for what could go wrong.

Source: CQS as at October 2020. For illustrative purposes.
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Portfolio Characteristics

Portfolio Summary: Global Equity Strategy

Regional Exposure
United Kingdom
Switzerland 2.0%
2.3%
Denmark
2.3%
France
2.8%

Sector Exposure
Communication
Services
4.7%

Sweden
1.8%
Cash
5.5%

Materials
1.5%
Information
Technology
26.7%

Financials
6.6%

Japan
2.9%

Consumer
Staples
3.2%

Cash
5.5%
Healthcare
15.9%

Germany
7.9%
United States
72.4%

Consumer
Discretionary
18.0%
Industrials
17.9%

Liquidity

Top 5 Holdings

Average market cap of portfolio companies

Abbott Labs

$122bn

Accenture

Information Technology

Adobe

Information Technology

Differentiated expertise range

$10 – 40bn

Healthcare

Nike

Consumer Discretionary

Zalando

Consumer Discretionary

Source: CQS and Bloomberg as at 30 October 2020. Actual allocations at month-end. There is no guarantee that the Fund will invest in this way at all or do so in the same manner as set forth in this presentation. Figures
may not sum to 100 due to rounding. Past performance may not be a reliable guide to future performance. The value of investments can go down as well as up. Please read the important legal notice at the end of this
presentation.
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Portfolio Summary: North American Equity Strategy

Regional Exposure

Sector Exposure
Communication
Services
4.7%
Cash
5.5%

North
America
100.0%

Consumer
Staples
3.2%

Materials
1.5%
Information
Technology
26.7%

Financials
6.6%

Healthcare
15.9%

Consumer
Discretionary
18.0%

Industrials
17.9%

Liquidity

Top 5 Holdings

Average market cap of portfolio companies

Abbott Labs

$155bn

Accenture

Information Technology

Adobe

Information Technology

Differentiated expertise range

$10 – 40bn

Ansys
Nike

Healthcare

Information Technology
Consumer Discretionary

Source: CQS and Bloomberg as at 30 October 2020. Actual allocations at month-end. There is no guarantee that the Fund will invest in this way at all or do so in the same manner as set forth in this presentation. Figures
may not sum to 100 due to rounding. Past performance may not be a reliable guide to future performance. The value of investments can go down as well as up. Please read the important legal notice at the end of this
presentation.
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Approach to Strategy Construction

Concentrated portfolio of stocks
Expected low turnover p.a.

20–25

<25%

Limited
relative draw downs expected

Flexibility of 5 to 50 positions for mandates

Target returns1 p.a. over a full cycle

Volatility relative to the market

12%–15%

In line

Active money

Expected tracking error

Derivatives or leverage

Close to 100%

4–5%

None

Information is for illustrative purposes only and is subject to change without notice. Please see the important information at the end of this presentation. 1Target returns are estimated and gross of anticipated fees,
expenses and income reinvested. A client's return will be reduced by these fees and other expenses incurred by the management of the fund. They are based on long-term performance projections of the investment
strategy and market conditions at the time of modelling and are therefore subject to change. There is no guarantee that any target return can be achieved. Investors should not place any reliance on such target return in
deciding whether to invest in the Fund. Target returns are for illustrative purposes only.
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Resilience in a Downturn
We believe the following to be key attributes of the companies in our Top50 List

Track Record

Balance Sheet

Revenues

Resilient business
model in stressed
mode, e.g. during
the GFC.1

No refinancing risk Strong proportion
allowing continued of recurring
operation despite
revenues.
closed capital and
debt markets for
extended periods.

Post Crisis

Liquidity

End Markets

Governance

Ability to
consolidate the
market as weak
players exit or are
acquired at
sensible prices.

High liquidity
stocks are the first
to be sold, but
across the full
downturn, they
offer a high level of
protection.

Strong
diversification
in terms of
geographies, and
industries.

Countercyclical
investment policy
in line with the long
term strategy.

Contribution to Resilience
Low
Neutral
High

Source: CQS analysis, October 2020. 1GFC stands for the Global Financial Crisis that followed the default of Lehman Brothers.
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Environmental, Social
and Governance

ESG Integration Along the Investment Process

1

Quantitative Screening

2

Deep Dive & Initiation

3

Coverage & Portfolio
Construction

 Exclusion of highly polluting sectors incl.
energy, mining & minerals, utilities

 ESG risks and opportunities analysed as
part of the strategic review

 ESG embedded in valuation through cost
of capital

 Exclusion of companies with significant
exposure to weapons, tobacco, alcohol
and gambling

 Research focussed on internal
organisation, stakeholder relationships
and governance

 Commitment to engage with the company
in a constructive manner

 CO2 intensity of portfolio expected to be
70-90% below benchmark1

 Objective to assess client centricity,
employee incentivisation and innovation
capabilities

 Systematic voting with case-by-case
analysis of each proposal

Our concentrated strategy allows us to allocate
significant time and resources to produce thorough
ESG analysis for each portfolio company.

Source: CQS as at October 2020. For illustrative purposes. 1MSCI World, based on MSCI ESG data.
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ESG Central to the Strategy

Sustainability score2

Renewal of the Luxflag label for both:
CQS New City Global Equity &
CQS New City North American Equity1

CQS New City Global Equity

3 out of 100
CQS New City North America Equity

5 out of 100

CO2 Intensity (t/$m of sales)3
200
162
150
100
50

88%

Launch of the first campaign on carbon disclosure
Next step: engage with remaining companies to
disclose data in line with best practices.
Do you publish CO2 data?4

Below
benchmark4

Yes, data verfied by 3rd party 66%
Yes, but no external verifcation 14%
No 11%
No, but planned 9%

20

0
Top50

MSCI World Index

Source: CQS analysis as at October 2020 and 1Investors must not rely on the LuxFLAG Label with regard to investor protection issues and LuxFLAG cannot incur any liability related to financial performance or default of
the labelled funds. 2Sustainalytics/Morningstar as at 30 June 2020. 3Based on MSCI ESG data; for Top50: simple average CO2 intensity scope 1+2 of Top50 List as of October 2020; for index: as of April 2020.
4CQS as at 31 October 2020. Please refer to the description of the above indices at the end of this presentation.
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The Numbers

Fund Terms
Investment Manager

CQS (UK) LLP

Structure

UCITS

Share Classes

EUR, GBP, USD, CHF

Management Fee

A: 1.50% p.a.*

Subscriptions

Daily by 1pm Dublin time

Redemptions/Withdrawals

Daily by 1pm Dublin time

I: 0.75% p.a.

F: 0.35% p.a.

S: 0.50% p.a.*

A: €35,000 or currency equivalent*

Minimum Investment

I: €1m or currency equivalent
F: €1m or currency equivalent
S: €30m or currency equivalent*

Administrator

State Street

Depository

State Street

Auditor

Ernst & Young, 30 June fiscal year-end
Daily NAV

Investor Reporting

Monthly Investor Report
Annual Audited Financial Statements
Unaudited Interim Financial Statements

*Share Classes A and S are for the CQS New City Global Equity Strategy only. Please refer to Offering documentation for full terms. These terms are indicative only and may be subject to change.
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Global Equity Strategy Performance Summary
Share Class

1 Month Return (%)

3 Month Return (%)

12 Month Return (%)

YTD Return (%)

Since Inception Return (%)

NAV/Share

F USD Unhedged

(3.30)

3.85

15.03

10.03

22.23

122.235

MSCI World TR USD1

(3.07)

(0.16)

12.57

(1.42)

10.97

-

F EUR

(3.40)

3.54

12.62

8.18

18.05

118.055

F EUR Unhedged

(2.73)

4.99

10.09

5.92

17.62

117.622

F GBP Unhedged

(3.50)

4.93

14.95

12.54

22.77

122.771

F GBP

(3.35)

3.65

12.55

7.99

12.52

112.520

I USD

(3.32)

3.75

14.67

9.75

21.57

121.574

I EUR

(3.43)

3.43

12.17

7.83

17.38

117.376

I EUR Unhedged

(2.76)

4.88

9.74

5.65

17.04

117.037

I GBP

(3.37)

3.60

12.21

7.73

17.83

117.835

I GBP Unhedged

(3.52)

4.88

14.59

12.25

22.10

122.102

Source: CQS as at 30 October 2020.1The MSCI World Index is a broad-based global equity index that represents large and mid-cap equity performance across 23 developed market countries. It covers approximately
85% of the free-float adjusted market capitalisation in each country and does not offer exposure to emerging markets. This presentation includes historic returns and past performance is not a reliable indicator of future
results. The value of investments can go down as well as up.
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Global Equity Strategy vs. MSCI World
220
200

Rebased to 100

180
160
140
120
100
80
Jun 2014

Sep 2015

Dec 2016

Stryx Equity Fund

Mar 2018

Jun 2019

Sep 2020

Strategy not trading

CQS New City Global Equity Fund
MSCI World
Source: CQS New City Global Equity Fund, CQS as at 30 October 2020. Stryx Global Equity and MSCI World Tr index, Bloomberg as at 30 October 2020. The performance information and metrics presented above are
shown for illustrative purposes only and are derived from realised returns, net of fees, expenses and performance allocations, of Stryx World Growth share class I USD (ISIN IE00B5ST2S55) Fund (“Stryx Global Equity
Fund”) and the CQS New City Global Equity Fund. Performance is expressed through Stryx Global Equity Fund from 1 July 2014 to 31 May 2018 and CQS New City Global Equity Fund as of 1 May 2019. The returns and
metrics shown prior to 1 May 2019 do not represent actual returns of any fund or vehicle managed by CQS or any of its affiliates. The strategy was not trading between the 1 June 2018 and 30 April 2019. As of 1 May
2019 the strategy is managed by CQS as the CQS New City Global Equity Fund. The current portfolio management team is substantially the same as the portfolio management team which ran the strategy as Stryx
Global Equity Fund. This presentation includes historic returns and past performance is not a reliable indicator of future results. The value of investments can go down as well as up.
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North American Equity Strategy Performance Summary
Share Class

1 Month Return (%)

3 Month Return (%)

YTD Return (%)

Since Inception Return (%)

NAV/Share

F USD

(2.76)

3.70

10.35

17.38

117.384

S&P 500 TR USD1

(2.66)

0.37

2.77

8.25

-

F GBP

(2.97)

4.79

12.91

16.85

116.848

F GBP Hedged

(2.81)

3.51

8.34

14.98

114.979

F EUR

(2.19)

4.83

6.23

12.10

112.105

F EUR Hedged

(2.86)

3.42

8.87

15.32

115.322

F CHF Hedged

(2.87)

3.31

8.50

14.84

114.844

I USD

(2.80)

3.60

9.99

16.94

116.940

I GBP

(2.99)

4.68

12.46

16.28

116.283

I GBP Hedged

(2.84)

3.41

7.97

14.50

114.498

I EUR

(2.23)

4.70

5.86

11.66

111.662

I EUR Hedged

(2.90)

3.31

8.50

14.88

114.882

Source: CQS as at 30 October 2020. 1The S&P 500, or just the S&P, is a stock market index that measures the stock performance of 500 large companies listed on stock exchanges in the United States. It is one of the
most commonly followed equity indices, and many consider it to be one of the best representations of the U.S. stock market. This presentation includes historic returns and past performance is not a reliable indicator of
future results. The value of investments can go down as well as up.
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North American Equity Strategy vs. S&P 500
240
220

Rebased to 100

200
180
160
140
120
100
80
Jun 2014

Sep 2015

Dec 2016

Stryx American Fund
CQS New City North America Fund
S&P 500

Mar 2018

Jun 2019

Sep 2020

Strategy not trading

Source: CQS New City North America Fund, CQS as at 30 October 2020. Stryx America Fund and S&P 500 index, Bloomberg as at 30 October 2020. The performance information and metrics presented above are
shown for illustrative purposes only and are derived from realised returns, net of fees, expenses and performance allocations, of Stryx America Fund share class I USD (ISIN IE00B1ZBRP88) (“Stryx North American
Equity Fund”) and the CQS New City North American Fund. Performance is expressed through Stryx North American Equity Fund from 1 July 2014 to 31 May 2018 and CQS New City North American Fund as of 1
November 2019. The returns and metrics shown prior to 1 November 2019 do not represent actual returns of any fund or vehicle managed by CQS or any of its affiliates. The strategy was not trading between the 1 June
2018 and 31 October 2019. As of 1 November 2019 the fund is managed by CQS as the CQS New City North American Fund. The current portfolio management team is substantially the same as the portfolio
management team which ran the strategy as Stryx - North American Equity Fund. This presentation includes historic returns and past performance is not a reliable indicator of future results. The value of investments can
go down as well as up.
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Appendix

Behaviour Across the Cycle
Trough of the cycle
End of the bull market
Mild bull market
Superior earnings delivery
and cash return – strategy
should outperform

Market typically driven by
highly macro sensitive
sectors – strategy neutral

Market driven by indebted companies
and financials – strategy should
underperform in a trash rally
but it’s typically short

Market correction
Low bankruptcy risks, strong
track record and sector
exclusion – we believe that the
strategy will out perform

Across the cycle, the investment objective is to deliver a performance similar to the
long term earnings growth of the portfolio companies i.e. 12–15%1

Source: CQS, October 2020. 1Target returns are estimated and gross of anticipated fees, expenses and income reinvested. A client's return will be reduced by these fees and other expenses incurred by the management
of the fund. They are based on long-term performance projections of the investment strategy and market conditions at the time of modelling and are therefore subject to change. There is no guarantee that any target
return can be achieved. Investors should not place any reliance on such target return in deciding whether to invest in the Fund. Target returns are for illustrative purposes only.
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ESG Case Study: Xylem

Background

Environmental

Social

Governance

Xylem contributes to solve water
issues across the cycle, from
drinking water delivery to waste
water treatment, by making water
safer, affordable and more
accessible for people around the
world.

Water is an existential question for
human life. Less than 1% of the total
water available on earth is fresh
water, and these supplies are under
threat due to factors such as the
draining of aquifers, increased
pollution, the effects of climate
change.

We assess the relationship between
the company and its clients to be
mutually beneficial. The business
model falls into the category of dual
mandate, i.e. Xylem helps their
clients improve their offering and
revenues and at the same time cut
operational and regulatory costs.
Xylem’s positioning is that of a
premium player with innovative
products and pricing power on the
back of strong R&D efforts.

We assess the management track
record as strong. CEO Patrick
Decker has been in office since
2014, and after a year of
readjustment, has led the company
to a path of accelerated growth and
expanding margins. The executive
compensation is high, but not
excessive.

Forbes includes Xylem in its ‘Just
100’ list for making a significant
economic and social impact through
its core business strategy.
We attribute the company the
highest ESG rating on our scale.

The water infrastructure in many
countries is old and water loss
frequent. In the US, for instance,
Xylem estimates that 1/6 of volumes
are lost to theft, leak, inaccurate
readings.
Xylem’s core business contributes
to a better management across the
water cycle, for instance through
smart sensors that allow for timely
detection of water loss.

Xylem has c.17,000 employees.
Glassdoor reviews suggest an
average rating for Xylem. There are
hints of a white collar / blue collar
conflict which are not uncommon for
industrial companies. Xylem
conducts both large-scale surveys
and small pulse surveys in its
various business units and
geographic markets, which is best
practice.

We consider Xylem’s financial
reporting to be transparent and of
high quality. The company provides
a lot of financial and operating
detail. The sustainability report
shows various ESG-initiatives.
The board of directors strikes us as
close to best in practice. It is almost
entirely independent from the CEO,
with fully independent audit and
nomination committees The review
of past shareholder votes does not
reveal any tension.

CQS, this is presented for illustrative purposes only to show you an example of a trade within a strategy. This trade example cannot be relied upon as an indication of future returns and past performance is no guarantee
of future returns. It should not be assumed that recommendations around these types of trades made in the future will be profitable or will equal the performance of the trade example used herein. Past performance is no
guarantee of future returns.
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Important Information
This document has been issued by CQS (UK) LLP (FRN 400496) which is authorised and
regulated by the UK Financial Conduct Authority and/or (as the case may be) CQS (US), LLC
which is a registered investment adviser with the SEC. The information is intended solely for
sophisticated investors who are (a) professional investors as defined in Article 4 of the European
Directive 2011/61/EU or (b) accredited investors (within the meaning given to such term in
Regulation D under the U.S. Securities Act of 1933, as amended) and qualified purchasers
(within the meaning given to such term in Section 2(a)(51) of the U.S Investment Company Act
1940, as amended).
CQS is a founder of the Standards Board for Alternative Investments (“SBAI”) (formerly, the
Hedge Fund Standards Board) which was formed to act as custodian of the alternative
investment managers’ industry best practice standards (the “Standards”) published by the Hedge
Fund Working Group (“HFWG”) in 2008 and to promote conformity to the Standards. SBAI is
also responsible for ensuring that they are updated and refined as appropriate. The Standards
were drawn up by HFWG which comprised the leading hedge funds (based mainly in London) in
2007 in response to concerns about the industry, including financial stability and systematic risk.
The HFWG completed its work in January 2008 and published its report outlining the Standards.
By applying the Standards, managers commit to adopt the “comply or explain” approach
described in the Standards.
The term “CQS” as used herein may include one or more of any CQS branded entities including
CQS (UK) LLP, CQS Cayman Limited Partnership which is registered with the Cayman Islands
Monetary Authority, CQS (Hong Kong) Limited which is regulated by the Hong Kong Securities
and Futures Commission, CQS (US), LLC which is registered with the US Securities and
Exchange Commission, and CQS Investment Management (Australia) Pty Limited which is
registered with the Australian Securities & Investments Commission, Australian Financial
Services Licence No. 386047.
This document has been prepared for general information purposes only and has not been
delivered for registration in any jurisdiction nor has its content been reviewed by any regulatory
authority in any jurisdiction. The information contained herein does not constitute: (i) a binding
legal agreement; (ii) legal, regulatory, tax, accounting or other advice; (iii) an offer,
recommendation or solicitation to buy or sell shares or interests in any fund or any security,
commodity, financial instrument or derivative linked to, or otherwise included in, a portfolio
managed or advised by CQS; or (iv) an offer to enter into any other transaction whatsoever
(each a “Transaction”).
Any decision to enter into a Transaction should be based on your own independent investigation
of the Transaction and appraisal of the risks, benefits and appropriateness of such Transaction
in light of your individual circumstances. Any decision to enter into any Transaction should be
based on the terms described in the relevant prospectus, supplement, offering memorandum,
private placement memorandum, subscription documents, trading strategy, constitutional
document and/or any other relevant document as appropriate (each an “Offering Document”).

Any Transaction will be subject to the terms set out in its Offering Document and all applicable
laws and regulations. The Offering Document supersedes this document and any information
contained herein.
Nothing contained herein shall constitute or give rise to the relationship of partnership nor shall it
constitute a joint venture or give rise to any fiduciary or equitable duties. Any information
contained herein relating to any third party not affiliated with CQS is the sole responsibility of
such third party and has not been independently verified by CQS or any other independent third
party. The information contained herein is not warranted as to completeness or accuracy and no
representations are made in such respect, nor should it be deemed exhaustive information or
advice on the subjects covered; as such, the information contained herein is not intended to be
used or relied upon by any counterparty, investor or any other party. The information contained
herein, as well as the views expressed herein by CQS professionals made as of the date of this
document, is subject to change at any time without notice.
CQS uses information sourced from third-party vendors, such as statistical and other data, that
are believed to be reliable. However, the accuracy of this data, which may also be used to
calculate results or otherwise compile data that finds its way over time into CQS research data
stored on its systems, is not guaranteed. If such information is not accurate, some of the
conclusions reached or statements made may be adversely affected. CQS bears no
responsibility for your investment research and/or investment decisions and you should consult
your own lawyer, accountant, tax adviser or other professional adviser before entering into any
Transaction. CQS is not liable for any decisions made or action taken by you or others based on
the contents of this document and neither CQS nor any of its directors, officers, employees or
representatives (including affiliates) accept any liability whatsoever for any errors and/or
omissions or for any direct, indirect, special, incidental or consequential loss, damages or
expenses of any kind howsoever arising from the use of, or reliance on, any information
contained herein.
Information contained in this document should not be viewed as indicative of future
results as past performance of any Transaction is not indicative of future results.
Any investment in any fund or other vehicle managed by CQS (a “CQS Fund”) or any of
its affiliates involves a high degree of risk, including the risk of loss of the entire amount
invested. The value of investments can go down as well as up. An investment in any CQS
Fund will involve a number of material risks which include, without limitation, risks associated
with adverse market developments, volatility of markets invested in, currency and exchange rate
risks, risk of counterparty or issuer default and risk of illiquidity.
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Important Information
Any assumptions, assessments, intended targets, statements or other such views expressed
herein (collectively “Statements”) regarding future events and circumstances or that are forward
looking in nature constitute only subjective views, outlooks or estimates and are based on CQS’s
expectations, intentions or beliefs. The Statements should not in any way be relied upon, and
involve inherent risk and uncertainties beyond CQS’s control. The Statements should not be
assumed to be accurate or complete, now or in the future (including with respect to the
composition and investment characteristics of any CQS Fund), and may be subject to change.
CQS undertakes no responsibility or obligation to revise or update such Statements. Target
returns and volatility targets discussed in this document are high-level, may change with market
conditions and are generally used only as guidelines. Target returns reflect subjective
determinations by CQS. Performance may fluctuate, particularly over short periods of time.
Targeted returns should be evaluated over the time periods indicated and not over shorter
periods. Target returns are not intended to be actual performance and should not be relied upon
as any indication of actual or future performance. Some of the information contained in this
document may be aggregated data of transactions executed by CQS that has been compiled so
as not to identify the underlying transactions of any particular CQS Fund.

AIFMD and Distribution in the European Economic Area: CQS (UK) LLP is an Alternative
Investment Fund Manager (an ‘AIFM’) to certain CQS Funds (each an ‘AIF’) (as defined in the
Alternative Investment Fund Managers Directive (Directive (2011/61/EU) (‘AIFMD’)). The AIFM is
required to make available to investors certain prescribed information prior to

Any indices included in this document are included to simply show the general market trends
relative to the types of investments CQS tends to select for certain CQS Funds for the periods
indicated within this document. The indices are not representative of CQS Funds in terms of
either composition or risk (including volatility and other risk related factors). CQS Funds are not
managed to a specific index.

Information required, to the extent applicable, for Distribution of Foreign Collective
Investment Schemes to Qualified Investors in Switzerland: The representative in
Switzerland is ARM Swiss Representatives SA, Route de Cité-Ouest 2, 1196 Gland,
Switzerland. The distribution of Shares of the relevant CQS Fund in Switzerland will be
exclusively made to, and directed at, qualified investors (the “Qualified Investors”), as defined in
the Swiss Collective Investment Schemes Act of 23 June 2006, as amended (“CISA”) and its
implementing ordinance (the “Swiss Distribution Rules”). Accordingly, the relevant CQS Fund
has not been and will not be registered with the Swiss Financial Market Supervisory Authority
("FINMA"). The paying agent in Switzerland is Banque Cantonale de Genève, 17, quai de l’Ile,
1204 Geneva, Switzerland. The relevant Offering Document and all other documents used for
marketing purposes, including the annual and semi-annual report, if any, can be obtained free of
charge from the representative in Switzerland. The place of performance and jurisdiction is the
registered office of the representative in Switzerland with regards to the Shares distributed in
and from Switzerland. CQS (UK) LLP (as the distributor in Switzerland) and its agents do not pay
any retrocessions to third parties in relation to the distribution of the Shares of the relevant CQS
Fund in or from Switzerland. CQS (UK) LLP (as the distributor in Switzerland) and its agents do
not pay any rebates aiming at reducing fees and expenses paid by the relevant CQS Fund and
incurred by the investors. GMv6.

This document is not intended for distribution to, or use by, the public or any person or entity in
any jurisdiction where such use is prohibited by law or regulation. In accepting receipt of this
information, you represent and warrant that you have not been solicited, directly or indirectly, by
CQS and are receiving this information at your own request. It is your responsibility to inform
yourself of and to observe all applicable laws and regulations of any relevant jurisdiction.
CQS (US), LLC is a member of the National Futures Association (the “NFA”) and is subject to
the NFA's regulatory oversight and examinations. However, you should be aware that the NFA
does not have regulatory oversight authority over underlying or spot virtual currency products or
transactions or virtual currency exchanges, custodians or markets.
The information contained herein is confidential and may be legally privileged and is intended for
the exclusive use of the intended recipient(s) to which the document has been provided. In
accepting receipt of the information transmitted you agree that you and/or your affiliates,
partners, directors, officers and employees, as applicable, will keep all information strictly
confidential. Any review, retransmission, dissemination or other use of, or taking of any action in
reliance upon, this information is prohibited. Any distribution or reproduction of this document is
not authorized and prohibited without the express written consent of CQS, or any of its affiliates.
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investing in an AIF. The majority of the prescribed information is contained in the latest Offering
Document of the AIF. The remainder of the prescribed information is contained in the relevant
AIF’s pre-investment disclosure document, the monthly investor report, and the fund limits
document. All of this information is made available in accordance with the AIFMD.

In relation to each member state of the EEA (each a “Member State”), this document may only
be distributed and shares or interests in a CQS Fund (“Shares”) may only be offered or placed in
a Member State to the extent that: (1) the CQS Fund is permitted to be marketed to professional
investors in the relevant Member State in accordance with the AIFMD (as implemented into the
local law/regulation of the relevant Member State); or (2) this document may otherwise be
lawfully distributed and the Shares may otherwise be lawfully offered or placed in that Member
State (including at the initiative of the investor).

PRI Note: PRI is an investor initiative in partnership with UNEP Finance and the UN Global
Compact.
IN LIGHT OF THE ONGOING ECONOMIC AND FINANCIAL MARKET UNCERTAINTY
RELATING TO THE COVID-19 PANDEMIC, THE CONTENTS OF THIS DOCUMENT SHOULD
BE TREATED AS SUBJECT TO CHANGE AS MARKETS CONTINUE TO REACT TO
CURRENT WORLD EVENTS.
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